CHAPTER VII.

THE TAXATION OF COKPOKATIONS.

II.
THE PRINCIPLES.

IK the preceding chapter we traced the history and actual
condition of the corporation tax in the United States. The
whole subject was shown to be involved in almost inextri-
cable confusion, amid which, however, some thirteen different
bases for levying the tax might be distinguished. These, it
will be remembered, were the value of the property, capital
stock at par value, capital stock at market value, capital stock
plus bonded debt, capital stock plus total debt, loans, busi-
ness, gross earnings, dividends, capital stock according to
dividends, net earnings and franchise. In the attempt to
analyze these methods it may be well to begin with the last,
on account of its obscurity as well as of its importance.

I.   The Franchise Tax.

At the outset we are confronted by the question: what is
a franchise ? The matter has been brought squarely before
the public by the provisions of the California constitution
of 1879, and since then by tax laws of several states which
prescribe that franchises of corporations shall be separately
assessed. Before we can discuss the franchise tax, however*
we must attempt to ascertain what a franchise really is.

Blackstone defines a franchise as "a royal privilege
or branch of the King's prerogative subsisting in the hands
of a subject." But his definition is too vague for our pur-
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